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General Communication, Inc. (GCI) hereby submits

comments in response to the Common Carrier Bureau's request

for comment (Request)l on the Federal-State Joint Board's

Recommended Decision2• The Request invited comment on

various policy questions regarding universal service as

outlined in the Recommended Decision.

Introduction

The Commission must replace or modify the existing

universal support mechanisms which are inconsistent with the

pro-competitive, deregulatory policies of the

Telecommunications Act of 1996 (1996 Act). The 1996

outlines the following principles for the Commission:

ensure that quality service is provided at just, reasonable

and affordable rates; access to advanced services is

lCommon Carrier Bureau Seeks COmment on Universal Service
Recommended Decision, CC Docket 96-45, DA 96-1891, released
November 18, 1996.

2RecOmmended Decision, CC Docket 96-45, FCC 96J-3,
released November 8, 1996.
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provided in all regions of the nation; rural and high cost

areas receive services reasonably comparable to those

services provided in urban areas; all providers of

telecommunications services make an equitable and

nondiscriminatory contribution to the preservation and

advancement of universal service; and, the support

mechanisms are specific, predictable and sUfficient.

Further, schools, libraries and health care facilities must

have access to services. The 1996 Act instructs the Joint

Board and Commission to adopt additional principals which

are necessary and appropriate for the protection of the

pUblic interest, convenience, and necessity and are

consistent with the 1996 Act.

GCl agrees with the principles outlined by Congress and

strongly agrees with the additional principal of

"competitive neutrality" adopted by the Joint Board. GCl is

somewhat concerned by the ultimate size of the funds,

particularly since the high cost fund will be expanded and

the additional funds will be necessary to support schools,

libraries and health care facilities.

I. competitively Neutrality Is A Necessary
and Appropriate Principle

To ensure that the pro-competitive, deregulatory goals

of the 1996 Act are fUlfilled, the Joint Board added the

principle of competitive neutrality. To ensure this goal,

the Joint Board states that both the support mechanisms and

the rules should be applied in a competitively neutral
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manner. GCI has supported such a principle throughout this

proceeding. The funds for universal service must be

collected from all telecommunications carriers on a

competitively neutral basis and also distributed to all

carriers on a competitively neutral basis. This principle

will ensure that the rules relating to universal service

will be technologically neutral and carrier neutral. 3

specifically the Joint Board stated that

the principle of competitive neutrality
should be applied to each and every
recipient and contributor to the
universal service support mechanisms,
regardless of size, status or geographic
location. 4

The 1996 Act endorses new mechanisms to achieve

procompetitive deregulatory goals. The Recommended Decision

will give all carriers and all technologies an equal

opportunity to provide service anywhere in the country on a

competitive basis.

universal service rules must be competitively neutral

and allow competition to expand. If allowed to proceed in

its natural fashion, these changes will continue to allow

competition to reach into areas previously assumed to be

monopolies. Consumers in all areas of the country will be

able to choose their local carrier, pay lower rates, and

have new technology deployed quickly and efficiently.

30bviously, the current rules only compensate incumbent
local exchange carriers (ILECs).

4Recommended Decision, paragraph 23.
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The Commission must not stand in the way of this

revolution to deploy new technology and advanced services by

all providers.

As recommended by the Joint Board, GCI supports the

adoption of the statutory criteria set out in section 214(e)

to determine which carriers are eligible telecommunications

carriers. To be designated an eligible carrier, the carrier

must throughout its designated service area (1) offer all of

the services that are supported by the federal universal

service mechanism; (2) offer such services using its own

facilities or a combination of its facilities and resale of

another carrier's services; and, (3) advertise the

availability and charges for such services. Additionally,

in the case of areas served by a rural telephone company,

the Joint Board recommended that such company's existing

study area be used as the designated service area. In areas

served by non-rural carriers, the states have the primary

responsibility for designating the service areas. The

service area should not be unreasonably large. GCI supports

these criteria.

For non-rural telecommunications carriers, the

Recommended Decision suggests that the level of support

should be based on a proxy costs model, which calculates the

cost of providing the supported services in a particular

geographic area. Support for rural telephone companies

(RTCs) as defined in the Act, will initially be based on

4



embedded costs. RTCs will calculate support using embedded

cost for three years after large companies begin to use

proxy models. Rural companies serving Alaska and insular

areas will be permitted to use embedded costs 0 until further

review. The level of support for non-rural carriers will be

based on the difference between a benchmark amount and the

cost of service determined by the proxy model. For RTCs,

high cost assistance, DEM weighting and long term support

(LTS) benefits will be frozen on historical per-line

amounts. The payment to the carrier may vary if the number

of lines in service changes, but the per-line support will

remain constant during the transition.

The Recommended Decision outlines three pieces of

information required to calculate the amount of support an

eligible telecommunications carrier may draw: the number of

subscribers that the carrier is serving in the high cost

area; the cost of providing the supported services to those

subscribers; and, the amount of that cost that the carrier

must recover from sources other than the federal universal

support mechanisms.

The Joint Board recommends that support for RTCs should

not be frozen at a total dollar amount, but at a per line

amount. High cost assistance to carriers with high loop

costs will be paid during 1997 are based on those carrier's

1995 embedded costs. The total amount paid to each carrier

during 1997, based on 1995 embedded costs, should be divided
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by the number of loops served. The amount of high cost

assistance to be paid in 1998 will be the same per line

amount paid in 1997 multiplied by the year end loop count

for 1996.

GCI supports the Recommended Decision. However, the

Commission must adopt the competitively neutral and

deregulatory payout plan as outlined by the Joint Board.

Competitive carriers in Alaska that comply with the

requirements of 214(e) must receive the same amount of

funding as the ILEC. GCI supports the delinking of costs

and establishment of a per line paYment over time so as to

encourage efficient investment. This would enable the

forces of competition and the resulting efficiencies to be

used to drive the amount of the required subsidy downward.

GCI also will study the benchmark plans as they are amended

to see if those plans can be adopted for Alaska.

II. Schools and Libraries

Pursuant to the Recommended Decision, all eligible

schools and libraries will receive discounts between 20 and

90 percent on all telecommunications services, Internet

access and internal connections, SUbject to a $2.25 billion

cap. Economically disadvantaged schools and libraries as

well as schools and libraries located in high cost areas

would receive the greater discounts. Schools and libraries

will be required to comply with several self certification

requirements.
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GCl is somewhat concerned about the size of the fund

needed solely to support schools and libraries. GCl is also

concerned about the neutral application of the criteria when

the fund reaches its limit.

III. Health Care Providers

Services must be "necessary for the provision of health

care services in a state." carriers should be required to

submit information to the Commission setting out its

services and rates charged to calculate lithe amount equal to

the difference, if any, between the rates for services

provided to health care providers for rural areas in a state

and the rates for similar services provided to customers in

comparable rural areas in that State."s GCl looks forward

to hearing from health care providers on their needs and

commenting in the reply comment round on what services are

appropriate.

IV. Administration of support

All telecommunications providers, including local, long

distance, competitive access providers, cellular telephone

companies, pay phone providers, enhanced service providers,

should be required to contribute to support universal

service. Support should be based on the carriers

telecommunications revenues, net of what each carrier pays

any other carrier. otherwise some carriers would be double

taxed.

sSection 254(h) (1).
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GCI supports the creation of a universal service advisory

board to appoint an oversee a neutral, third party

administrator of the universal support mechanism.

Conclusion

universal service support is dependent on a system that

ensures distribution through a competitive neutral system.

Respectfully submitted,

GENERAL COMMUNICATION, INC.

Kathy L.
Director, Federal Affairs
901 15th st., NW
Suite 900
Washington, D.C. 20005
(202)842-8847

December 19, 1996
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STATBKBNT OF VERIFICATION

I have read the foregoing, and to the best of my knowledge,

information and belief there is good ground to support it,

and that it is not interposed for delay. I verify under

penalty of perjury that the foregoing is true and correct.

Executed December 19, 1996.

hobert
Federal Affairs

901 15th st., NW
suite 900
Washington, D.C. 20005
(202)842-8847



CERTIFICATE OF SERVICE

I, Kathy L. Shobert, do hereby certify that a copy of the
foregoing Comments was sent by first class United States mail,
postage prepaid, this 19th day of December, 1996, to the
following:

William F. Caton*
Secretary
Federal Communications

Commission
1919 M Street, NW, Room 222
Washington, DC 20554

Sheryl Todd*
Common Carrier Bureau
Federal Communications

Commission
2100 M Street, NW, Room 8611
Washington, DC 20554

ITS*
2100 M Street, NW
Room 140
Washington, DC 20037

The Honorable Reed E. Hundt
Chairman
Federal Communications

Commission
1919 M Street, NW, Room 814
Washington, DC 20554

The Honorable Rachelle B.
Chong
Commissioner
Federal Communications

Commission
1919 M Street, NW, Room 844
Washington, DC 20554

The Honorable Susan Ness
Commissioner
Federal Communications

Commission
1919 M Street, NW, Room 832
Washington, DC 20554

The Honorable Julia Johnson
Commissioner
Florida Public Service

Commission
2540 Shumard Oak Blvd.
Gerald Gunter Building
Tallahassee, FL 32399-0850

The Honorable Kenneth McClure
Commissioner
Missouri Public Service

Commission
301 W. High Street, Suite 530
Jefferson City, MO 65101

The Honorable Sharon L. Nelson
Chairman
Washington Utilities and

Transportation Commission
P.O. Box 47250
Olympia, WA 98504-7250

The Hon. Laska Schoenfelder
Commissioner
South Dakota Public Utilities

Commission
State Capitol
500 E. Capitol Street
Pierre, SD 57501-5070



Martha S. Hogerty
Public Counsel for the State

of Missouri
P.o. Box 7800
Jefferson City, MO 65102

Paul E. Pederson
State Staff Chair
Missouri Public Service

Commission
P.o. Box 360
Jefferson City, MO 65102

Lisa Boehley
Federal Communications

Commission
2100 M Street, NW, Room 8605
Washington, DC 20554

Charles Bolle
South Dakota Public Utilities

Commission
State Capitol
500 E. Capitol Street
Pierre, SD 57501-5070

Deonne Bruning
Nebraska Public Service
Commission
300 The Atrium
1200 N Street, P.O. Box 94927
Lincoln, NE 68509-4927

James Casserly
Federal Communications

Commission
Office of Commissioner Ness
1919 M Street, Room 832
Washington, DC 20554

John Clark
Federal Communications

Commission
2100 M Street, NW, Room 8619
Washington, DC 20554

Bryan Clopton
Federal Communications

Commission
2100 M Street, NW, Room 8615
Washington, DC 20554
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Irene Flannery
Federal Communications

Commission
2100 M Street, NW, Room 8922
Washington, DC 20554

Daniel Gonzalez
Federal Communications

Commission
Office of Commissioner Chong
1919 M Street, NW, Room 844
Washington, DC 20554

Emily Hoffnar
Federal Communications

Commission
2100 M Street, NW, Room 8623
Washington, DC 20554

L. Charles Keller
Federal Communications

Commission
2100 M Street, NW, Room 8918
Washington, DC 20554

Lori Kenyon
Alaska Public Utilities

Commission
1016 West Sixth Avenue
Suite 400
Anchorage, AK 99501

David Krech
Federal Communications

Commission
2025 M Street, NW, Room 7130
Washington, DC 20554

Debra M. Kriete
Pennsylvania Public Utilities

Commission
P.O. Box 3265
Harrisburg, PA 17105-3265

Diana Law
Federal Communications

Commission
2100 M Street, NW, Room 8920
Washington, DC 20554



Mark Long
Florida Public Service

Commission
2540 Shumard Oak Blvd.
Gerald Gunter Building
Tallahassee, FL 32399

Robert Loube
Federal Communications

Commission
2100 M Street, NW, Room 8914
Washington, DC 20554

Samuel Loudenslager
Arkansas Public Service

Commission
P.O. Box 400
Little Rock, AR 72203-0400

Sandra Makeeff
Iowa Utilities Board
Lucas State Office Building
Des Moines, IA 50319

Philip F. McClelland
Pennsylvania Office of

Consumer Advocate
PA Public Utility

Commission
1425 Strawberry Square
Harrisburg, PA 17120

Michael A. McRae
D.C. Office of the People's

Counsel
1133 15th Street, NW
Suite 500
Washington, DC 20005

Tejal Mehta
Federal Communications

Commission
2100 M Street, NW, Room 8625
Washington, DC 20554

Terry Monroe
New York Public Service

Commission
3 Empire Plaza
Albany, NY 12223
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John Morabito
Deputy Division Chief,
Accounting and Audits
Federal Communications

Commission
2000 L Street, NW, Room 812
Washington, DC 20554

Mark Nadel
Federal Communications

Commission
2100 M Street, NW, Room 8916
Washington, DC 20554

John Nakahata
Federal Communications

Commission
Office of the Chairman
1919 M Street, NW, Room 814
Washington, DC 20554

Lee Palagyi
Washington Utilities and

Transportation Commission
1300 S. Evergreen Park Dr., SW
Olympia, WA 98504

Kimberly Parker
Federal Communications

Commission
2100 M Street, NW, Room 8609
Washington, DC 20554

Barry Payne
Indiana Office of the Consumer

Counsel
100 North Senate Avenue
Room N501
Indianapolis, IN 46204-2208

Jeanine Poltronieri
Federal Communications

Commission
2100 M Street, NW, Room 8924
Washington, DC 20554



James Bradford Ramsay
National Association of

Regulatory Utility
Commissioners

P.O. Box 684
Washington, DC 20044-0684

Brian Roberts
California Public Utilities

Commission
505 Van Ness Avenue
San Francisco, CA 94102

Gary Seigel
Federal Communications

Commission
2000 L Street, NW, Room 812
Washington, DC 20554

Richard Smith
Federal Communications

Commission
2100 M Street, NW, Room 8605
Washington, DC 20554

Pamela Szymczak
Federal Communications

Commission
2100 M Street, NW, Room 8912
Washington, DC 20554

Lori Wright
Federal Communications

Commission
2100 M Street, NW, Room 8603
Washington, DC 20554
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